Regulation CC 


| have learned about two laws that govern check deposits. Those 
laws are the expedited funds availability act as well as the check 
clearing for the 21* century act. To give a brief overview of 
regulation cc, | found the following information from an FDIC 
paper, Regulation CC (12 CFR 229), as amended, implements two 
laws—the Expedited Funds Availability Act (EFA Act), which was 
enacted in August 1987 and became effective in September 1988, 
and the Check Clearing for the 21st Century Act (Check 21), which 
was enacted in October 2003 and became effective on October 
28, 2004. The regulation sets forth the requirements that 
depositary institutions (“banks”) make funds deposited into 
transaction accounts available according to specified time 
schedules and that they disclose their funds availability policies to 
their customers. It also establishes rules designed to speed the 
collection and return of checks and electronic checks and 
describes requirements that affect banks that create or receive 
substitute checks; including requirements related to consumer 
disclosures and expedited recredit procedures. In this report | am 
going to examine the two laws more in depth. 


Expedited Funds Availability Act 


According to CFI, it states that there are 4 types of holds, which 
includes statutory hold, new account hold, large deposit hold and 
exception hold. | have listed the following definitions of each hold 
below. 


. Statutory Hold 


Statutory holds are individual state-mandated reserve obligations 
for insurance companies. As per law, insurers must keep a portion 
of assets in the form of easily obtainable securities for quick 


repayment of claims. A statutory hold can be placed on any 
deposit type. However, no other hold should’ve been set on the 
same deposit at that time. The bank must make the following 
payments: 


e $200 on the next working day after making a deposit 
e $600 on the second working day after the deposit is filed 


«e Balance amount on the third workday 


2. New Account Hold 


The Expedited Funds Availability Act states that if the account 
owner previously opened an account at the depository bank, 
another account will not be considered new for at least 30 
calendar days after the creation of the existing account. 


It implies that an account is considered new for the first 30 days 
of its creation, and a new account hold is set on deposits of the 
accounts. The new account hold is removed on the ninth working 
day following the deposit 


3. Large Deposit Hold 


A large deposit hold is placed if deposits of more than $5,000 are 
made in one business day. The rules of funds availability for the 
first two days are the same as those for statutory holds. However, 
for the third day, the bank must make available $4,800 with any 
balance amount made accessible on the seventh workday 
following the deposit. 


4. Exception Hold 


Financial institutions use it to hold funds in accounts when they 
become suspicious of an illegal deposit or when the account’s 
been frequently overdrawn. Exception hold can also be used 
when a system failure or power outage occurs in a bank premise. 
Generally, an exception hold is placed on an account if more than 
$5,000 is withdrawn for at least six consecutive working days. 


Based on the following information that | have learned, the 
statutory hold sounds more like something that is out of my 
control as a depositor, as it is more state mandated. But the other 
3 holds | could have control over, here is how | would have 
control. 


New Account Hold 


With this type of deposit hold, | would wait 30 days or more 
before | would consider depositing checks or writing checks. | 
would wait between 30-60 days or even longer depending on my 
needs and wants at the time. 


Large Deposit Hold 


With a large deposit hold, | would deposit at least $1,000 or under 
into my account, and if | need-want to make a larger payment of 
$10,000 or more and checks are accepted, | would send the 
payee in increments of $2,000 increments or less depending on 
the purpose of the transaction. 


Exception Hold 


With the exception hold, | would keep deposits under the $5,000 
benchmark, as far as the account being frequently overdrawn, | 
would opt out of any overdraft protection, and see about wavier 
the maintaince fees or go to a bank that doesn’t charge any 
maintaince fees. 


Check Clearing for the 21st Century Act 


According to my credit union.gov it states the following 
information, a federal law, known as Check Clearing for the 21st 
Century Act (Check 21), makes it easier for financial institutions to 
electronically transfer check/share draft images, called substitute 
checks, instead of physically transferring paper checks. 


Check 21 is a federal law that is designed to enable credit unions 
and banks to handle more checks electronically, which should 
make check processing faster and more efficient. Today, financial 
institutions often must physically move original paper checks 
from the financial institution where the checks are deposited to 
the financial institution that pays them. This transportation can be 
inefficient and costly. Check 21 became effective on October 28, 
2004. 


| also found this information from the same article; Check 21 isa 
federal law that is designed to enable banks to handle more 
checks electronically, which should make check processing faster 
and more efficient. Today, banks often must physically move 
Original paper checks from the bank where the checks are 
deposited to the bank that pays them. This transportation can be 
inefficient and costly. Check 21 became effective on October 28, 
2004. 


Check 21 Feedback 


My take from Check 21 is in one way it can be helpful in the sense 
of faster processing times, which can cause more returned checks 
for account holders like myself who don’t react fast enough to 
make sure the account has sufficient funds and is in good 
standing. Moving forward | would still prefer actual physical 
checks, rather than electronically processing checks. 


